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WASHINGTON, D.C. 20224

ate: | JUL 12 2000 Emilger Identification Number:

Contact Person:

Contact Number:

Dear Applicant:

We have considered your application.for recognition of exemption from federal income tax under
section §01(a) of the Internal Revenua Code as an organization described in section 501(c)(3). Based on
ihe information submited, we have concluded that you do not qualify for exemption.under that section.
"The basis for our conclusion and the facts upon which it is based are set forth below.

The Information submitted indicates that you were incorporated on SR under the laws of
the State of SN You filed your application for recognition of exemption, Form 1023, on
S vhich is more than 15 months from the end of the month in which you ware organized. In your
“pplication, you state that you wish to request an extension of time to apply under the ‘reasonable action
#nd good faith® and the "no-prejudics to the interast of the govemment® requirements of Regulations
saction 301.9100-3. .

Your Articles of Incorporation state that you are organized to provide a forum for the exchange of
r4eas and information for users of Oracie Corporation products in the greater Detroit area. You state that
you have filed an amendment to your Articles of Incorporation which provides that you are organized to
arovide a forum for the exchange of ideas and information for users of SR technology and
ather similar technologies in the greater Jijjiilarea. Your bytaws state that your purpose shall be: (1) to
;+ovide @ forum for the excliange of ideas and information for users of information technology in the
netropalitanfifili# area, (2) to work in cooperation with other user groups a regional 'and national level
io coordinate user events, and (3) to operate exclusively for educational and social-welfare purposes; no
part of your contributions, dues, or net income shall benefit any individual, except as part of your
promotional programs. Your bylaws aiso provide that any parson.interested in your activities and
objectives may become a member upon attendance at any meeting,

In. your application, you state that meeting attendence fees will account for 10% of your financial
support, and that corporate sponsorships will account for 80% of your financial support. You state that
¥ou-have no requirements for membership-other than attending a meeting and paying the attendance fee
ot the meeting;. all new meeting attendees are automatically added to your existing membership/malling
list and that no periodic dues are currently assessed. You state that members. are solicited through
meating announcements, which are circulated for each meeting, through advertisements in magazines,
local newspapers, and via électronic mall, and that benefits the members receive in exchange for their




paymen,i of dues is attendance for the meeting and periodic n:allinds soliciting participation in subsequent
mestings.

Inyour application, you state thet you spend approximately 90% of your resources toward the
slanning and delivery of three General Meetings; your officers spend the majority of their available time
with you on this activity, while your other members also work on various committees and teams that assist
in coordinating the threa General Meetings. You state that these meetings provide an opportunity for
those interested in information technology to share common experiences and also leam about directions
in technology, thus providing an educational value to the local informetion technology community or
public. You state that your members, or attendees, typically consist of corporate professionals college
students, and information technology vendor representatives, and that your meeting fees are calculated to
provide enough funds to cover the cost of the meetings and annual operating costs of the user group.

in‘your letter dated [ SNNNENNERR you make the following statement:

“(The applicant) does not have a special retationship with /SN AREEN. SN
occasionally provide a speaker for a meeting, but never any direct or regular financial assistance to
(the applicant). Since (the applicant) allows any local organization to seek participation on the
bqard.uis not prohibited from representation and is treated equally, as any other
vendor. Currently, one of the twelve Board Members Is an employee of, The
has not and will not seil any of the (applicant’s) products or services.”

In.your letter dated you also state that you discovered that you were required to
{le Form 1023 in and that the delay from discovery to submigsion in was
due to the preparation process and gathering of application content; the delay from your inception in

to submission was due to a “gross” oversight by your board of directors, which thought you

had baen recognized as exempt. You $tate that based on the fund balances for the tax yearsfiijiiiand

. you did not meet the threshold filing requirements for Form 980, and that the submission of Form
890 for the tax year S (with a qualified extension) was not made unti Subsequent

sorespondence from the Service alerted you to the fact that you had not been recognized as exempt from

{aderal income tax, '

in:your ietter dated NN, you state that you operate solely for the purpose of providing
educational seminars and forums to the general public and users of information technology, with a primary
emphasis on tectmology that supports and operates closely with Willltechnology, and that anyone may
attend any of your events. You state that your executive board meets early each year to defina the
current year's programs (inciuding fund raising, advertising, and speéaker coordination activities), and
estimate the expense of delivering the programs to determine how much revenue you must realize o
provide'a modest surplus fund balance. You state that meeting fees are set and information technology
sompanies are solicited to provide contributions to subsidlza certain meeting axpenses that cannot be
covered by meeting attendance fees, and that is one of approximately Svendors that
you soficit for contributions. You state that:you require that the meeting content to ba both technical and
objective, which makes them much like technical college courses, and that private interests of any vendor,
including those of the D =ro strictty prohibited (those vendors that market their product
during presentations that were intended to be aducational are not permitted to participate in your future
events). |
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in your letter dated SRR you further state that none of your board members are
permitted to pursue private interests through their participation in you, and that any board member that -
abuses their board member office and related privileges to pursua private or unethical interests that are
inconsistent with your mission and purpose will be immediately remaved from office. You also state that
All of your board members have some degree of a “relationship” with primerily as
users of. providers o nology-based professional consulting services, and also from varying

interests in Jllltechnology as it effects their own companies’ technology and products; some board
rmembers have a more significant refationship with “an do other board members, but
these bdard members also have relationships with many other technology vendors as well. You state that
the participation of board members in you is primarily, and genuinely, to keep abreast of -and
“elated technology as it evolves, so they can better manage their own consulting careers and the efforts of
their organizations - a purpose that is also reflected by your general membaership. ‘

Yéur program brochure for your SN mesting shows that the presentations were on web
technology, namely, the iy

and
ssrogram brochure for your neeting shows that the presentations were on networkin

Y by the
eight other smatller sassions, three of which were concemed with and presented by the

SERR. Your program brochure for your meeting shows that the ions
by the and Yilby ‘ and
Yy Your program brochure for your

, by by
The program brochure fi : ions
Sonsisted of SIS -, SRSNS or the nteret (moving onkard
with platform technology) by the, and approximately ten technical

presentations focusing on I related technologies.

Section 501(c)3) of the Code providés for the exemption from federal income tax of organizations
arganized and operated exclusivaly for religious, charitable, or educational purposes so long as no part of
the organization's net earnings inures to the benefit of any private shareholder or individual.

I construing the meaning of the phrasa "axclusively for educational purposes” in Belter Businass
-of Washi - 326 U.S. 279 (1945), CT. D. 1650, C.B. 1945, 375, the Supreme
Court of the United States said, “This plainly means that the presence of a single non-educational
wurpose, If substantial in nature, will destroy the exemption regardiess of the number or importance of
tuly educational purposes.” This rationale applies equally to any category of charitable purpose under
zection:501(c)3) of the Code. : :

Section 1.504(c)(3)-1(c)(1) of the regulations provides that an organization ik be regarded es
"pperated exclusively” for one or more exempt purposes only if it engages primarily in activities which




accomplish one or more of such exempt purposes specified in section 501(c)(3) of the Code. An
organization will not be so regarded if more than an insubstantial part of its activities is not in furtherance
of any exernpt purpose. : .

Section 1.501(cK3)-1(d)(1)(if) of the regulations provides that an organization is not organized or
operated exclusively for an exempt purposé unless it serves a public rather than a private purpose. Thus,
to meet the requirement of this subdivision, it is necessary for an organization to establish that it is not
organized or operated for the benefit of private interests such as designated individuals, the creator or his

family, hareholders of the organization, or persons controlled, directly or indirectly, by such private

interests.

Section 1.501(cX3)1(d)X2) of the regplaﬂons provides that the term “charitable” is used in section
S01(c)(3) of the Code in its generally accepted lagal sense and is, thersfore, not to be construed as
limited by the separate enumeration in section 501(¢)X3) of other tax-axempt purposes which may fall
within the broad outlines of "charity” as developed by judicial decisions. Such term Includes: rellef of the
oor and distressed or of the underprivileged, advancement of education or science, and promotion of
social welfare by organizations designed to lessen neighborhaod tensions or to eliminate prejudice and
discrimination, ,

Section 1.508-1(a) of the regulations provides that an organization that is organized after Octaber 9,
1969, will not be treated as described in section 501(c)(3) of the Code for any period before filing Form
1023, Application for Recognition of Exemption, unless the application is filed within 15 months from the
and of the month in which the organization was organized.

- Section 301.9100-3(a) of the regulations provides that requests for extensions of time subject to this
section will be granted when the taxpayer provides the evidence to establish to the satisfaction of the
Commissioner that the taxpayer acted reasonably and in good faith, and the grant of relief will not
prejudice the interests of the Government, -

Section 301.9100-3(b)(1) of the regulations provides that a taxpayer is deemed to have acted
s2asonably and in good faith if the taxpayer (i) requests relief under this section-before the failure to make

e regulatory election is discovered by the Service, (i) failsd to make the eicction because of intarveniy = ||

avents beyond the taxpayer's control, (iii) falled 16 make the election because, after exercising reasanabie
diligence (taking into account the taxpayer’s experience and the complexity of the retum or issue), the
taxpayer was unaware of the necessity for the election, (iv) reasonably relied on the written advice of the
Service; or (v) reasonably relied on a qualified tax professional, including a tax professional employed by

the taxpayer, and the tax professional failed to make, or advise the taxpayer to make, the alaction.

Rev. Rul. 74-116, 1974-1 C.B. 127, Holds that an organization whose membership is limited to
arganizations that own, rent, or use-a specific type of computer and whose activities are designed to keep
mnembers informed of current scientific and technical data of special interest to them as users of the
computer is not exempt under section 501(c)(3) of the Code. The revenue ruling states that by making
specialized information available to its mermbers under the circumstances, the organization is serving the
private interest of its members rather than a public interest. '

Rev. Rul. 74-614, 1974-2 C.B. 164, describes an organization whose purposes and activities are to
devise, operate, and provide the organizational structure for a reglonal computer network to enable
member educational institutions, including faculties and students, to benefit from research and scientific




information developed by other member institutions and the federal govemment, The revenue ruling
holds that by providing a coordinated program which enables the member institutions, including faculty
and students, to benefit from the research and soientific projects developad by the various institutions and
the organizations, the arganization is advancing education.

The information you have submitted fails to establish that you are described in section 501{cX3) of

the Code. From the facts you have presanted, it is clear that primary activity is the provision of a
farum for the exchange of ideas and information for users of products. Although you
state that you have no special relationship with it is also clear that your programs
and activities, by the very nature of your Articles of Incorporation, bylaws, and program presentations,

which deal, to a substanﬁil resgct. with S products, are geared toward a paricular computer
organization, Every program you pi t either has and its
products as a primary subject or has a presenter from the your Board members
have some degree of "relationship” with your advertisements are directed toward
"ersong who wish to understandWIIN products rather than computers in general. Thus, in the same
"nanner as the organization denied exemption under section 501(c)(3) in Rev. Rul. 74-116, guprs, you are
~@rving the private interests of your members, who presumably are interested primarily, if not solely, in
W products even though your attendees are not limited solely to owners, renters, or users of
products. Such activilies were determined to be serving the private interests of members and precluding
exemption under section 1.501(c)(3)-1(d)(1Xii) of the regulations. The facts that you members are
precluded from pursuing their “private Interests” (presumably having to do with the 3
and that all presenters are asked not to market their product or face non-participation in the future, does
not change the fact that your board membara all have a “relationship” with including
one who is employed by JJIll and that the presentaticns are primarily about the

and its products, Your activities are designed primarily to keep your members informed of current
scientific and technical data of special interest to them as users of SN products.
Therefore, since the prasentations are a substantial part of your purposes and activities, you cannot be
‘ecognized as exempt under section 501(c)(3) as construed by the court in i

Better Bysiness Bureauy of
Washingten, D.C., Inc. v, U.S., supra, because a substantial part of your operations is'not in furtherance
of exem;pt purposes under section 501 (c)3).

You are not similar 6 the-exempt-organization described in Rev. Rul. 74-614, supra, because you
rre not providing a regional computer network, either for educational organizations or for your members,
vt rather an understanding of the technology of only one computer organizaﬁon&

Fc:ar these reasons, we conclude thatiyou do not qualrfy for recognition of exemnption from fedaral
Income'tax as an organization described aither in section $01(c)3) of the Code. Contributions to you are
not deductible under section 170 and you are required 1o file federal income tax returns on Form 1120,

Further, aven in the event that you could be recognized as exempt under section 501(c)3) of the
Code, you would not be granted an exception from the fiing requirement under section 301.9100-3 of the
regulations because you are not considered to have acted reasonably and in good faith. None of the
criteria listed in section 301.9100-3(b)}(1) are applicable to you.

You have the right to protast this ruling if you beliave It is incorrect, To protest, you should submit a
statemant of your views, with a full explanation of your reasoning. This statement, signed by one of your
officers, must be submitied within 30 days from the date of this letter. You also have arightto a
conferenca in this office after your statement is submitted. You must request the confersnce, if you want

It




one, whén you file your protest statement. If you are to be represented by someone whe is not one of
your officers, that person will need to file a proper power of attorney and otherwise qualify under our
Conferehce and Practices Raquirements.

If you do not protest this nuling in a timely manner, it will be considered by the Internal Revenue
“iervice as a failure to exhaust avallable administrative remedies. Section 7428(b)(2) of the Code
wrovides, in part, that a declaratory judgment or decree under this section shall not be issued in any
proceeding unless the Tax Court, the United States Court of Federal Claims, or the District Court of the

United Stafes for the District of Columbia déetermines that the organization involved has exhauated
adminisirative remedies available to it within the Intemal Revenue Service.

If we do not hear from you within 30 days, this ruling will become final and copies will be forwarded
o the Ohio Tax Exempt and Goverment Entities (TE/GE) Customer Service office. Thereafter, any
uestions about your federal income tax status should be directed to that office, either by calfing
377-829-6600 (a toll free number) or sending corraspondance to: Internal Revenue Service, TE/GE
Customer Service, P.O. Box 2508, Gincinnati, OH 45201. The appropriate state officials will be nofified of

this action in accordance with saction 6104(c) of the Code.

When sending additional letiers to s with respect to this cass, you will sxpedite their receipt by
using the following address: .

Intemnal Revenue Service

Attn: T:EO:RA: T2, Room 6539

1111 Constitution Ave; N.W. ‘ ;
Washington, D.C. 20224 ~

If you have any questions, piease contact the person whose name and telephone number are
shown in the heading of this letter.

Sincerely yours,

B O R U

(eigned) Gerland A, Oavear
Garland A. Carter
Chief, Exempt Organizations
Technical Group 2
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